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INTRODUCTION 


Zero-base budgeting is a disciplined method of estab- 
lishing financial priorities which is gaining increasing 
popularity. As part of the management process, it makes 
it easier for all levels of management to appreciate the 
nature of their operations and thereby make decisions 
predicated on real alternatives. It has emerged from an 
effort to tighten the relationship between justification 


of service levels and allocation of resources. 


This bulletin is intended to describe zero-base bud- 
geting in general terms. It is not necessarily intended 
to take an advocacy position -- that every Ontario 
municipality should implement this management approach. 
Each municipal organization is unique, and many factors 
must "fall into place" before this technique can be 
implemented successfully. This publication is designed 
to acquaint you with the basics of zero-base budgeting 
so that you can determine its appropriateness to your 


municipality. 


For those desirous of a more in-depth evaluation, 
you might refer to some of the articles and books out- 
Vined in Appendix A attached to this publication... As 
this new budgetary management approach becomes more 
prevalent in Canada, a greater number of resource 
documents highlighting Canadian experiences are grad- 


ually appearing. 


BACKGROUND 


Zero-base budgeting was formally developed and 
installed in 1969 by Texas Instruments Incorporated of 
Dallas, Texas. Its originator, Peter Pyhrr, published 
an article about the company's approach in the 1970 
November-December issue of the Harvard Business Review. 
Jimmy Carter read this article and recognized that it 
could be an effective tool for understanding and con- 
trolling the State of Georgia budget. In Georgia, the 
zero-base budgeting process, among other things, revealed 


10 beekeepers were on the payroll, but no one knew why. 


Since these pilot ventures, a diverse range of 
enterprises have implemented zero-base budgeting or mod- 
ified versions. The earliest Ontario experiments were 
probably Canadian Broadcasting Corporation (Ottawa), 
Westinghouse Canada Limited, and McMaster University 
(both in Hamilton). McMaster introduced zero-base 
budgeting in 1975 when they were facing a budgetary 
deficit of $2.5 million on a $40 million budget. Within 
two years they were able to bring their budget in bal- 


ance, which was their prime objective. 


In the local government sector, a number of Ontario 
municipalities have implemented zero-base budgeting, for 
example, the Cities of Cambridge, Hamilton, Guelph, 
Peterborough, Thunder Bay and Sudbury. In addition, a 
number of other municipalities are currently considering 


TCS. IntroducLicneror ysl. 


WHAT IS ZERO-BASE BUDGETING? 


Basic Concept 


Zero-base budgeting is a highly structured process 
requiring each department head and his subordinates to 
justify in detail their entire budget request rather 
than adding on an increase to what was spent last year. 
To do this, each manager must analyze every program 
under his jurisdiction, identify different levels of 
Service that’ could apply, quantify the costs and effect- 
iveness of each level of service, and justify the 
continuation of each activity. This means that every 
activity must be examined to ensure that it is still 
necessary in terms of organizational objectives, and 


if so whether it can be done more effectively. 


However, the zero-base concept does not necessarily 
imply one must start with a zero dollar budget alloca- 
tion. The term "zero-base" was coined to emphasize 
that no activity would automatically receive an 
allocation of funds without question. In the majority 
of government implementations, it is a matter of ident- 
ifying the critical point below which an activity or 
program loses its validity or effectiveness. Once this 
minimum level of effort is identified managers then 
develop self-contained incremental "decision packages" 
foracach activity. counignlight«the costs and benefits 


of successive increases in service. 


After the "decision packages" have been identified, 
they are then grouped systematically into an array in 
order of decreasing benefit relative to meeting the 
Municipality \seobjectivese. The merits of. allvactivities 
in all departments are weighed one against the other. A 
selected level of expenditure is thenmatched against 
the final ranking (based on decreasing priority), and 


if funds are not sufficient to offset the entire listing, 


lower priority items are left unfunded until the 
cumulative total exactly matches the level of funding 
available... The final priority list, balbancedswatn 


available resources, then becomes the budget. 


Zero-base budgeting is, therefore, a sharp break 
with tradition. It discontinues the customary approach 
where officials tend to regard the past year's budget 
as a starting point and add to it more projects and the 
personnel required, with limited justification. The 
budget review no longer regards the previous level of 
servicing as fixed or unavoidable. In effect, zero-base 
budgeting puts previously authorized expenditures on 


an equal footing with requests for additional funds. 


Essentials 


The essentials of the zero-base budgeting system 
therefore are the identification of objectives, the 
evaluation of all existing activities, the identifi— 
cation and evaluation of alternatives and of new 
activities, ranking Of activities according oO 
priorities, and the establishment of a consolidated 


operating plan and the associated level of taxation. 


In regard to other planning and budgeting systems, 
such as, management by objectives (MBO), planning- 
programming-budgeting (PPB) and performance budgeting, 
zero-base budgeting extracts certain characteristics 
from each and integrates these elements to create a 
unique framework. These techniques include incremental 
analysis, the setting of goals and objectives, analysis 
of alternatives, cost/benefit analysis and performance 
measurement. In other words, the zero-base approach is 
not entirely original -- only the formalization of the 


process. 


Management Process 


Zero-base budgeting is more than a budget process. 
It involves managers at all levels and includes objec- 
tive setting, program evaluation, and operational 
decision-making, whereas traditional budgeting proced- 
ures often separate these management aspects. It vast- 
ly enhances motivation at lower and middle management 


levels. 


Zero-base budgeting is a management instrument 
that recognizes the decision-making benefits attain- 
able from a simultaneous organization-wide examination 
Of all actiawities "its ability to7stimulate creativity, 
provide analytical support, coordinate operations, 
facilitate the monitoring of performance, et cetera, is 
discussed later in this bulletin. In many respects to 
adopt zero-base budgeting is to call for management 


reform. 


WHERE DOES ZERO-BASE BUDGETING APPLY? 


Public Sector 


Zero-base budgeting is applicable to discretionary 
cost areas in which services and administrative support 
PUNCtTAONns arevthe primaryoutpubs.-it-1s* this charact- 
eristic of zero-base budgeting that has attracted the 
interest of government officials, as many expenditures 
of government are discretionary in nature (they can be 
varied, deferred or accelerated on the basis of specific 


management decisions). 


Zero-base budgeting should be expected to produce 
greater insight into the more detailed operations actu- 
ally carried on within municipal departments and should 
provide a much sharper-focus enerelarive priorities: 


Tt should be recognized that it has no affect on fixed 


or unavoidable current commitments, such as, debt — 


charges or long-term service agreements. 


Its service level options should give a clearer 
picture of alternative courses of action. In addition, 
zero-base budgeting may assist organizational reviews 
since a rational analysis of activities should high- 
light areas of overlapping jurisdiction, possible 


duplication of effort and redundant operations. 


It is also noteworthy that in some instances where 
zero-base budgeting is employed, it is used to augment 
the conventional budgeting process of the organization, 
for example, the Ministry of Revenue utilizes zero-base 
budgeting as a managerial planning device, but uses a 


"Management by results" approach for its official budget. 


Private Sector 


Private corporations may use it for service and 
support activities, such as research and development, 
production planning, engineering and marketing and 
general office activities, but it’ is notsapproprrace 
for production level expenditures which are normally 
proportionate to sales volume. Expenditures on direct 
labour and materials are not truly discretionary, be- 
cause there usually is no benefit from increasing these 
expenditures without some correlation to anticipated 


sales. 


In production operations the emphasis is on mini- 
mizing unit costs, with the budget developed by 
multiplyingsunits of output bypstandards unites costs. 
Where standard costs are determinable, those costs 
associated with inputs should be controlled through the 


use of standard costing procedures. 


General Exceptions 


There are no absolute formulae which, if applied, 
reveal a need for this process. However, from those 
having considerable experience with this concept, it 
would appear that certain conditions may preclude a 
successful implementation. These situations are sum- 
marized below: 


-- A management that is not committed to a 
need for change. They must be willing 
to spend the time to provide guidelines 
and direction. 


-- A sense of management trust does not 
prevail. This is a participative process 
requiring enthusiasm and hard work at all 
levels of the organization. 


-- The financial environment is stable and 
management is confident that its resources 
are properly allocated. 


-- The enterprise is small and therefore can 
informally manage its organization. 


-- If other major changes are currently in 
progress, the organization may be unable 
to devote the attention that is needed 
for a successful zero-base approach. 


ESSENTIALS FOR SUCCESS 


Commitment By Management 


Although zero-base budgeting is often perceived 
as a budgeting technique, it should be thought of as 
a decision-making tool. Furthermore, since ultimate 
authority and accountability for decisions rests with 
council and/or senior management, it is they and not 
the treasurer by himself who must assume total respon- 
sibility to make the process happen. Little can be 
achieved until they become committed to zero-base 
budgetings-eCouncihimust ebear itherresponsibility for 


deciding whether the proposed changes are practical 


and whether the municipality should in fact accept them 
or whether they carry unacceptable risks. 


The commitment to provide the required leadership 
should not be taken lightly. A council should ask 
itself the following questions: 


-- Are we prepared to review, often in some 
detail, many decision packages? This is 
particularly true in the first year, when 
everything will require a thorough assess- 
ment that has often not been made for 
many years, if ever. 


-- Are we prepared to assign our best talents 
to administer the process? JZero-base 
budgeting must be one of the municipality's 
Leading, prioritleshit witeis gLOeworkaproper ly. 


-- Is the management environment ready to 
operate openly in an analysis-oriented 
atmosphere as opposed to a management 
style characterized by decisions based 
on past experiences and intuition? 


-- Is there a willingness to communicate 
objectives, strategies and problems to all 
levels of management to maximize resources 
that will generate innovative alternatives? 
Full success of the system requires the 
Support and participation of managers at 
all levels. A condensed outline of this 
interactive process is illustrated on page 9. 


~=" 1s COUnCiL ready to implement a change Chat 
requires considerably more effort and may 
take two or three years to achieve the full 
benefits? Measurement of service levels 
has wroven -to be wonezadiftiiculty and most 
users report an increase in time to prepare 
Support documentation, and the involvement 
of significantly more personnel in prepara- 
tion of the budget. 


-~ Is the municipality prepared to place 
greater emphasis on budget monitoring in 
the future? One advantage of zero-base 
budgeting is its potential to measure in 
more detail variances between actual per- 
formance and original budget allocations. 


: ORGANIZATIONAL INTERRELATIONSHIPS 9 
Pear boit I 
FOR IMPLEMENTING ZERO-BASE BUDGETING 


COUNCIL 


Adopts objectives for 
each untt based on 
suggesttons prepared by 


staff 


. Establishes current year 
operattonal guidelines 


Sets expenditure limits 
for the budget year 


COUNCIL 


Revtews results and 
determines tf any 
realloecatton te 
necessary 


OPERATIONS 


Revtews responstbiltttes, 
tasks and operations 


Restate objectives 
for each untt 


Propose alternative 
aettvity plans to achteve 
objectives 


Determines resources 
necessary for alternative 
plans 


Recommends ranked 
prtortttes for all 
activity plans 


OPERATIONS 


Formaltzes budget and 
established prtortttes 


mas COUNCIL 
Implements activity plans Sst 


according to budget 


Revtews acttvtty plans, 
resources requtred and 
priorities suggested 


Prepares reports of 
activity results 


Makes necessary rerankting 
of prtortttes 


Recommends amendments 
to establtshed 
objectives 


Allocates resources and 
adopts operating budget 
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The main ingredient of this process is the interaction of 
elected and staff officials in negotiating decision pack- 
ages, getting additional information if needed for budget 
decisions and reaching agreement on what is to be accomp- 
lished if reductions are made or program expansions 


approved. 


Defining Objectives 


The first step in structuring a zero-base budget is 
to establish its objectives. Many organizations attempt 
to establish their objectives using zero-base procedures 
and forms developed elsewhere. The effect may be a lot 
of unnecessary effort redesigning someone else's forms 
and procedures created to meet an entirely different set 
of objectives. The process should preferably be custom- 


ized to satisfy the specific needs of each user. 


Setting objectives normally involves informal meet- 
ings between appointed officials who will administer the 
budget as well as elected officials who will approve the 
end product. The following highlights some of the more 
frequent objectives developed: 


-- establishing a more credible operating 
budget for the forthcoming year, 


-- establishing a budget process that re- 
quires greater involvement of line 
managers, 


—-=- instituting vascostereductiontprocram= to 
accommodate declining revenues, 


-=" dwagnosing whateactuallye occurs so as *co 
refine policies and set long-range goals, 


-- validating the sfeasibility of existing 
long-range plans, 


-- auditing the effectiveness of existing 
programs, 


-- providing a data base to restructure the 
existing’ Of dani Zation. 


ata 


While one might consider all of these as desirable 
objectives, itis better to restrict your efforts to two or 
three key objectives. To attempt to install the perfect 
system all at once may be so disruptive that the idea will 
never see the light of day. Before implementing these 
changes, ensure that all participants understand the objec- 
tives set and appreciate that no others will be pursued 


until some degree of accomplishment can be demonstrated. 


Another fundamental decision required, early in the 
discussions, is the comprehensiveness of the zero-base 
budget process. There is the possibility of including 
only some of the departments or only certain expenditures 
(such as personnel costs). Generally, initial implementa- 
tion excludes so-called "fixed" expenses, such as debt 
charges or long-term lease agreements, due to the lack of 


short-term control and discretion over these expenditures. 


Orientation Seminars 


While few people will argue the logic that permeates 
the’ zero-base’ methodology, one must recognize that it can 
produce psychological effects as a result of its emphasis 
on participatory management, horizontal and vertical com- 
munication, and detachment from procedures followed in 
the past. It is therefore important that council and 
senior appointed officials establish precisely what zero- 
base budgeting is intended to achieve and explain these 
goals through the use of seminars conducted by individuals 


who know the municipality and its problems. 


The initial seminars should concentrate on explaining 
to councillors and managers the history, concepts, prin- 
ciples and terminology of zero-base budgeting with later 
sessions used to stress the mechanics of establishing 
departmental goals and objectives, and setting work-load 
measures. Having well-informed personnel may not guaran- 
bee fall? support buts ity should adlay: any preconceived 


misgivings. 
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Consultants 


All of the Ontario municipalities (as listed on page 2) 
that have adopted zero-base budgeting, have used management 
consultants to varying degrees in its development and 
initial implementation. The system design and staff training 
demands can be considerable during the first year. Using 
consultants to assist in developing an operating budget 
manual, design forms, write-up procedures, and advise on 
the preparation of decision packages could be extremely 


helpful in keeping the exercise on schedule. 


One final value of using competent consultants is that 
they will be impartial and objective. By working with 
department heads they, as outsiders, can more likely 
bring about an acceptance of extensive change than could 
an internal group under the control of one of the existing 


department heads. 


Implementation Plan 


The adoption of zero-base budgeting also necessitates 

. the design of a relatively extensive manual, although this 
need not be complicated. Basically, the manual explains 
the concept so that it can be understood at all management 
levels, indicates how the processes are to be implemented 
by each budget unit, how the forms are to be completed and 
how and when they are to be submitted. An essential partof 
drafting the system is the establishment of a calendar of 
events, a series of deadlines, beginning with preparation 
of reports at the lowest levels of management on up, to 


finalscouncil- approval. 


Before the actual process commences, council and senior 
management should develop policy assumptions such as spend- 
ing guidelines, salary structures, provision for inflation, 
and so on which can be used to gauge the extent of feasible 


alternatives. This should avoid staff at ‘the’ lower Wevels 
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presenting unrealistic scenarios of increased service 


levels without some regard to fiscal constraints that exist. 


FEATURES OF ZERO-BASE BUDGETING 


Although the specifics differ among organizations, 
there are four basic technical steps to the zero-base 


approach: 


1. Identifying and defining decision units. 

2. Developing decision packages. 

3. Ranking decision packages to form the 
appropriations request. 

4. Allocating resources and finalizing the 
detailed operating budget reflecting those 


decision packages approved. 


Tdentificationvof£ Decision Units 


The implementation process starts with the identifica- 
Eto Orvaoecci isi Ousund cs.) eA AeCciSion unit Ds ar tangible 
activity OF group Of activities for which a’single manager 
has the responsibility for successful performance. There 
TsO, uUliversal, method or identifying a. decision unit. For 
example, a decision unit may be a traditional cost centre, 
such as a water treatment plant. A decision unit may relate 
EO .avoLoOup ;OlL people, suchassnOn-UNnLIOrM Stakt insthestire 
department. Services provided or received, such as tax 
billing or a particular recreation program or facility may 


be the focus- of a decision unit. 


The common feature of any decision unit is that there 
should be a fairly obvious measurable output resulting 
from the resources committed to the unit in the budget 
year. "Therefore, a constraint yon how a-decision unit is 
defined is that there must exist either in the accounting 


SyStem Ob in “an, informalyreporting’ system ay means of 
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measuring physical progress and resources consumed on a 
systematic and periodic basis. If the municipality's 
accounting system now only identifies costs on a depart- 
mental basis, then revisions to the extent of analysis 
will be necessary if decision units are defined at a 
lower level. For example, building inspection and by-law 
enforcement are often contained within one departmental 
jurisdiction. Council may wish to correlate building in- 
spection expenditures with changes in construction 
activity; to achieve this, building inspection should be 
designated as a Separate decision unit and the accumula- 
tion of accounting information modified to reflect the 
inherent costs of this activity. On pagel5 a hypothetical 
example has been prepared to illustrate the nature of 


decision Wades. 


The number of decision units identified for analysis 
purposes will depend on the size of the municipality's 
operations, extent of alternatives available, the level 
at which meaningful decisions can be made and time con- 
straints existing . (ror example, there cis littlespoint fin 
establishing a decision unit for an activity that is 
interdependent on another activity or for an activity which 
council has minimal power to change. Because of the time 
necessary to develop various alternatives, municipalities 
not accustomed to in-depth financial analysis and decision- 
making at lower organizational levels, may want to limit 
the number of decision units to be considered. However, 
in subsequent years, as managers become more adept in 
zero-base budgeting, they can effectively expand the 
process into lower organizational levels and handle the 


larger volume of packages. 


~ 


EXHIBIT II 15 


EXAMPLE OF DECISION UNITS DETERMINED FOR 


A PARKS AND RECREATION DEPARTMENT 


PARKS AND RECREATION 
DIRECTOR 


PARKS MANAGER ARENA MANAGER RECREATION MANAGER 


A. Jackson Arena Au Youth 
programs 
Central Sentor Citize 
5. Communtty Hall B. programs — 
: Communtty 
C. Outdoor rtnks i PR Fr Sa 
De Outdoor pool 


*Rapenditures distrtbuted A. 

to Arena Manager's 
Be 
Cs 
dD. 


. Turf and weed 


Sports Faccuue— 
B. ttes matnten- 
OMINGAZ 


|" matntenance 
D Park 
* development 


C 


dectston untts Represents "dectston untts" 
established for thts 


example. 
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Development of Decision Packages 


A decision package is a form or document that presents 
a comprehensive picture of one way of performing an activ- 
ity (defined decision unit). There may be several decision 
packages for each decision unit -- each representing a 


successive increment level. 


The key to the zero-base process lies in the identifi- 
cation and evaluation of alternative courses of action for 
each activity. Managers must initially identify a minimum 
level of spending for each decision unit -- often 65% to 
75% of current operating levels -- and then develop 
service improvement alternatives highlighting the costs 
and benefits that will occur from increased funding of the 
activity. The minimum level of spending would be that 
level of effort which if reduced further would necessitate 


discontinuance of the activity. 


A sample of three decision packages, pertaining to one 
activity, are illustrated on pages 18, 19, and 20. These 
are offered only as an example, for there is no such thing 
as an ideal format. Formats should be developed to suit 
the particular needs of each municipality and incorporate 
only the elements that are valid and useful for decision- 
making purposes. If managers have an opportunity to 
verbally present and discuss their decision packages, the 
package documents can be reasonably short. When decisions 
are to be based primarily on what is displayed in each 
package, the package formats must necessarily be longer to 


communicate adequately the analysis and recommendations. 


Generally, as a minimum, all decision packages will 


incorporate the following: 


Ls 


--§ a definitioniand description’of.the’ activity 
for organizational identification, 


=~—- a rank number identifying the order of prior- 
ity of the package (provide flexibility for 
reranking), 


-- the purposes and objectives of the activity, 
-- performance and work load measurements, 
=—y aAdcernacavesways Of performing the -activity, 


-- short and long-term cost information related 
to the package, and 


-- benefits to be achieved from the package and 
thesrisks.ofenoc -accing. 


ThesOoLlaersoL I Lens lS Optional, but constructing the forms 
so.) thaticertain., information is to .be automatically includ- 
ed, in specified sections, establishes uniformity and 
encourages managers to develop the data required. The 
incorporation of data regarding the manpower involved is a 


valuable addition. 


Establishing objectives and performance measurements 
are probably the most difficult aspects of this exercise. 
A good statement of objectives tells the reader what will 
be achieved, when it will be achieved, how it will be 
achieved and how he will know it has been achieved. Setting 
equitable performance measures is a complex art when appli- 
ed to service operations as government. They are usually 
provided on a quantitative basis (tons of refuse collected, 
number of fire call responses, miles of road graded) and a 
qualitative basis (1s the quality*setisractory™, ‘are’ we 


serving our market?, are we meeting deadlines?). 


18 ) ZERO-BASE DECISION PACKAGE EXHIBIT III 


Publte Works 12/2/78 1 of.8 
SECTION RANK nk Ss 
py _jvalar| | 


Coliectioy eet wae [PERFORMANCE MEASURES| 1977 | 1978 _| 
EASURES 977 978 
Collection Speen te aay ecemeeer a oide ee i th 


holds tn urban areas and from four Number of homes served 
transfer stattons tn rural areas. ‘|Colleetton per week 
Tons of refuse 
Colleetton cost per home 


ACTIVITY 
Restdenttal Refuse Collectton 
PREPARED ~ APPROVED 
J. Abercrombte A. Fritz 


Santtatton 


DESCRIPTIONSOFP ACTIVITY: 

Thts mintmun level employs two 2 man crews 
to collect refuse once per week tn the more 
urban areas. Normal ptekups are scheduled 
on a 4 day week basts. On Mondays spectal 
ptekups and matntenance of transfer stattons. 
Service agreement wtth Sant-Services Ltd. 
deltvers 5 cu. yd. bins to dump stte each 
Monday. 


RESOURCES 
REQUIRED 


1977 ace 
ACTUAL PACKAGE 


PERSONNEL 
| FULL-TIME 
PART-TIME 


EXPENDITURES 
WAGES 
FR, BENEFITS 
MAT. & SUPPLIES 


PURCHASED 
SERVICES & RENTS 


CAPITAL ACQ. 
DEBT CHARGES 
TRANSFERS 
OTHER EXPENSES 


ALTERNATIVES: 

1.- Collection WLthouL, stipulaetron tae 
plastic bags be used would requtre 3 
man crews costing an addtttonal $24,600. 


2. Contract wtth private contractor for 
urban ptckup estimated at $90,000. 


CHANGES FROM EXISTING OPERATIONS: 
1. Reduce frequency of collection from 
twice to once weekly service. 


9,000 
1,800 
136, 860 


2. Revtston of route schedules to reduce 
extent of part-time help (savings $4,500). 


3. Terminatton of 4 full-time employees. 


LESS: RECOVERIES 4,600 


CONSEQUENCES OF NOT FUNDING: 
1. Restdents would be requtred to deliver 
refuse to dump sttes. 


2. Publte health costs would rise. 


NET EXPENDITURES | 132,260 | 


GENERAL COMMENTS: 
1. Assumes conttnuatton of $9,000 annually 
to "equtpment replacement reserve". 


2. Recovertes reduced due to provtston of APPROACHES PACKAGE | OVERALL 


lower spectal services to commerctal 
Users. 


Tuts 1 OF Ss 
Level 2 of 3 
Level 3 of 8 


$ 86,140 
139,580 
147, 780 
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EXHIBIT IV ZERO-BASE DECISION PACKAGE 


aC 
DEPARTMENT DATE LEVEL 
Publte Works 10/2/76 OTOvnS 
pavones RAN (oa ene ame Ea 
Santvation | py Lyalarl || 


PURPOSE LOPS ACTIVITY: PERFORMANCE MEASURES| 1977 | 1978 


Colleetton of soltd waste from aa i s 
tndtvtdual households tn urban areas ss ole CER OG Nee 
Collecttons per week 


and from four tr er rons 7 
ie i ansfer stattons tn Tons of refuse 


rural areas. Collection cost per home 


ACTIVITY 
Restdenttal Refuse Collectton 


PREPARED 
J. Abercrombte 


APPROVED 
Ae EYLCS 


DESCRIPTION? OF ACTIVITY: 


Thts level employs four 2 man crews to 
collect refuse twice per week tn the more 
populated areas. Normal pickups are 
scheduled on a 4 day week basts. On Mondays, 
spectal ptckups and maintenance of transfer 
stattons. Service agreement wtth Sant- 
Services Ltd. to deltver 5 cu. yd. btns to 
dump stte each Monday. 


RESOURCES 
REQUIRED 


Lod? 
ACTUAL 


PERSONNEL 
FULL-TIME 
PART-TIME 


EXPENDITURES 
WAGES 
FR. BENEFITS 
MAT. & SUPPLIES 


PURCHASED 
SERVICES & RENTS 


CAPITAL ACQ. 
DEBI CHARGES 
TRANSFERS 
OTHER EXPENSES 


ALTERNATIVES: 
Contract wtth private contractor for urban 
ptekup estimated at $150,000. 


CHANGES FROM EXISTING OPERATIONS: 
1. Basteally represents conttnuatton of 
1977 level of servictng. 


2. Revtston of route schedules to reduce 
part-time help (savings $1,500). 


9,000 
1,800 


CONSEQUENCES OF NOT FUNDING: pad, 200 


1. Termination of 4 full-time employees. 


2. Recognttton of reduced level of service 
whitch will result tn an tnerease tn 
ratepayer's complatnts. 


LESS: RECOVERIES | 


GENERAL COMMENTS: 
1. Assumes conttnuatton of $9,000 annually 
to "equtpment replacement reserve". 


NET EXPENDITURES {182,260 189,580 


2. Assumes slight tncrease tn spectal 
services to commerctal users and 8% 


tnerease tn charges. 
Tevetel Torte $86,140 I$ 86,140 
TALS 2 NOF é 06, 440 189,580 
6.200 lie? 780 


Level 3 of & 
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Publte Works 1242/78 3 of 3 
SECTION RANK Pe | 
Santtatton BY id | AFL 


PURPOSE OF ACTIVITY: _| PERFORMANCE MEASURES EO 1978 


Collectton of soltd waste from Number of homes served 
tndtvitdual households tn urban areas Collectton per week 
and five transfer stattons tn rural Tons of refuse 

area. Colleetton cost per home| 


ACTIVITY 
Restdenttal Refuse Collectton 


PREPARED APPROVED 


J. Abercrombte Aaa PLbS 


RESOURCES 
REQUIRED 


DESCRIPTIONLOF ACTIVITY: 

This level uttltzes four 2 man crews to 
collect refuse twice per week tin the urban 
areas. Normal ptekups are scheduled on a 

4 day week basts. On Mondays spectal ptcekups 
and maintenance of transfer stattons. Service 
agreement wtth Sant-Servtces Ltd. delivers 

5 cu. yd. bins to dump stte each Monday. 


PERSONNEL 
FULL-TIME 
PARTTIME 


EXPENDITURES 
WAGE'S 
FR. BENEFITS 
MAT, & SUPPLIES 


PURCHASED 
SERVICES & RENTS 


CAPITAL ACQ. 
DEBI CHARGES 
TRANSFERS 
OTHER EXPENSES 


ALTERNATIVES: 

Contracted transfer statton ptckups could 

be performed by muntetpal staff at a cost 

of $9,000 (addtttonal $200 to present costs). 


CHANGES FROM EXISTING OPERATIONS: 

1. One addtttonal transfer stte established 
to tmprove rural servtce (addittonal 
cost $1,800). 


9,000 
1,800 


15,000 


2. Proviston for "equipment replacement 2,000 


reserve" tnereased by $6,000 to accommo- 
date converston to garbage packer vehicles. 


136, 860 102, 780 


LESS: RECOVERIES 4,600 5,000 


CONSEQUENCES OF NOT FUNDING: 

1. Continued tnconventence to rural 
restdents because of ltmtted capactty 
at transfer stations. 


NET EXPENDITURES | 132,260 147, 760 


2. Converston from flatbed trucks ts 
necessary tn order to minitmtze labour 
and transportatton costs in future years. 


APPROACHES PACKAGE | OVERALL 


Level 1 of 3 $86,140 | $ 86,140 
53,440 | 139,580 
8,200 | 147,780 


GENERAL COMMENTS: 
While dtsconttnuance of Sant-Service contract 
ts slightly more costly for 1978, on a ftve- 
year amorttzatton of capttal costs the muntc- 
tpality should save approximately $5,000. 


Level 2 of 8 
Thies 8 of 3 
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Ranking of Decision Packages 


Once the decision packages have been developed by 
various managers, the ranking process begins. The ranking 
process is the sequential listing of decision packages in 
order of decreasing benefit or importance so that council 
can later determine both what amount of funding should be 
approved and which packages the municipality can afford to 
do without. 


The initial ranking of packages occurs at the organi- 
Zational level where they are developed in order to allow 
each manager to evaluate the relative importance of his 
own activities. It also establishes a commitment to a 
certain output level and provides a basis for subsequent 
evaluation of effectiveness. A schematic illustration of 
the ranking process performed by a line manager is high- 
lighted on page 22 . The decision packages, with their 
tentative ranking form, are then forwarded to the next 
level of management for review, revision of rankings and 
overall consolidation of the rankings according to prede- 
termined cutoff levels established and how these senior 
managers see the broader municipal priority values 
(priorities will be somewhat different at each level). 
The successive aggregations by higher management levels 
will continue until each department's decision packages 
are ranked completely in descending order of priority. A 
sample consolidated "Ranking Summary Report" is illus- 


trated on page 24. 


In some municipalities, the process of merging decision 
packages will continue to major functional activities (i.e.: 
public works) or to levels that coincide with the jurisdic- 
tional responsibilities of standing committees. The actual 
arrangement will depend largely on the organizational 
structure within each municipality. The main consideration, 


however, is that as the ranking process begins to involve 


22 EXHIBIT VI 


CONSOLIDATION OF DECISION 


PACKAGES BY THE ARENA MANAGER* 


Jaekson Central 
Arena Communtty 


Outdoor 
Pool 


Package B-1 Package C-1 Package D-1 


B=2 


CONSOLIDATED 


RANKING 


Package A-1 


PRELIMINARY 


en 
BUDGET LIMIT 


* For organtaattonal structure of Parks and Recreation Department 


see page 1o. 
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those not intimately familiar with all aspects of a deci- 
sion package, the needed expertise warrants a committee 
or task force approach. The process of forwarding the 
consolidated and reranked decision packages to the next 
organizational level is repeated until all the decision 
packages are in a single sequence. Since the most essen- 
tial decision packages will emerge toward the top of the 
final ranking and the least essential packages will grav- 
itate toward the bottom, most of the analysis will be 
directed to the packages at the margin of available 


resources. 


Resource Allocation 


With the completion of prioritization by staff and 
committees, the ranked decision packages can now be sub- 
mitted to council: for resource allocation. Council must 
now introduce a twofold approach, which is to consider 
the ranking of activities developed and at the same time 
consider the estimated revenues available for the forth- 
coming year. The process at this point is to go through 
a series of iterations to arrive at a match between the 
cumulative amount required for those decision packages 
considered essential and the total resources available. 
In practice, there is seldom much argument over the mini- 
mum level of effort especially where these are legally 
required or are fundamental functions. For example, you 
cannot dispense with the minimum tax collection activity 
package regardless of it being categorized as number 101 


or as number 3 on the ranked listing. 


The amount of review effort at this stage will largely 
depend on the extent of council involvement in earlier 
proceedings and the magnitude of the unfunded shortfall. 
What tends to become relevant is the order of priority 
just above and below the prospective cutoff point. Those 


packages above the cutoff point become reflected in the 
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approved operating budget and those just below the cutoff 
point become the expansion levels to be considered if 


additional funds become available during the year. 


Once the decision packages are approved, the managers 
can then finalize the operating budget in a format that 
coincides with the financial accounting system of the 
municipality. The approved decision packages provide a 
means whereby actual operations can be measured against 
the performance levels committed rather than just tradi- 


tional monetary limitations. 


LIMITATIONS 


All management techniques have their good and bad 
features, and zero-base budgeting is no exception. In 
order to put its strengths in perspective, its weaknesses 


should first be considered. 


-- Ordinarily zero-base budgeting requires a 
greater amount of paperwork than that assoc- 
jated with conventional budgeting systems. 


-- Developing and evaluating decision packages 
takes a great deal of time. 


-- Many staff members may feel threatened by its 
attempt to evaluate the effectiveness of 
their programs. 


-- While it facilitates performance auditing, it 
does not overcome the difficulty of determin- 
ing relevant output measures. 


-- Its installation may be interpreted as imply- 
ing criticism of existing budget operations. 


-- A considerable amount of creative work is 
necessary to devise a zero-base system that 
will.be, practical~for’' the organization. Most 
municipalities will require consultants in an 
advisory capacity the first year of implemen- 
tabion., 


-- Political or behavioral characteristics may 
offset the positive benefits available. JZero- 
base budgeting was developed originally in the 
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private sector where the corporate object- 
ives can usually be defined more simply. 


-- There is a possibility of gamesmanship such 
as attaching a low ranking value to an 
activity to camouflage inefficiencies 


-- It may require changes in the accounting 
system which might cause a loss in contin- 
uity and comparability with prior years. 


-- As other budgeting processes, it can become 
quite a mechanical exercise. The interest 
in this innovation can dissipate with the 
result that the continued pursuit of new 
techniques and benefits are short-lived. 


BENEFITS 


The final verdict is not yet available, but at this 
point the following appear to represent the inherent advan- 


tages associated with zero-base budgeting. 


-- Planning, budgeting and operational decision- 
making is combined into one systematic 
process. 


~—) LE ,OLfers the capability to modiivgoaleczand 
expectations quickly and rationally to cor- 
respond to a realistic and affordable plan 
of operation. Changes in funding levels 
require only an examination of marginal 
proposals and not establishment of a new 
budget. 


-- By examining alternate ways of accomplishing 
objectives, it makes it possible for policy- 
makers to reallocate resources from less 
effective, lower priority activities to 
higher priority activities. 


-- It gives managers at all levels (and council) 
al greatersinsight antosetne roller ot=therr 
function and its interrelationship within 
the overall municipal structure. It provides 
a practical method of instituting an organi- 
zation-wide review of programs and priorities. 


=-- It provides activity anformation co icoune@mne 
lors in an understandable form so that they 
can appreciate the complexities of program 


operations. It eliminates the practice of 
resorting to arbitrary across-the-board 
budget reductions. 


It stimulates thinking at the lower manage- 
ment levels and generates good ideas from 
those responsible for the day-to-day opera- 
ELOnNS: 


Its analytical approach forces managers to 
identify inefficient or obsolete routines 
and facilitates the introduction of new 
programs if these are considered more bene- 
ficial to the organization's established 
goals. 


The ranking process brings the management 
team together and generates interaction 
focusing on results and resource alloca- 
tion decisions. 


Funding requests are centred around serv- 
ices rendered and value received instead 
of being limited to accounting inputs as 
salaries, supplies and other expense items. 


Its documentation process provides evidence 
of the elements considered to arrive at the 
final budget. 


Involvement of supervisory staff at all 
levels establishes a sense of commitment 
throughout the organization to attain the 
predetermined goals. 


It provides statistical and financial data 
that can be utilized to measure both per- 
formance and cost. 


It permits a municipality to respond 
quickly and effectively if actual expend- 
itures begin to exceed available funds. 


While preferable to do so, it does not 
have to be applied throughout an organiz- 
ation. It can be applied on a selective 
basis to those areas where management is 
most concerned. 


It can be continued in subsequent years in 
a more abbreviated form without loss of the 


knowledge and meaning of zero-base budgeting. 
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APPLICATION TO SMALL MUNICIPALITIES 


Zero-base budgeting has tended to be implemented in 
larger government organizations because of economies of 
scale that arise, their availability of staff resources, 
the complexities of managing their operations, and the 
difficulties associated with achieving a good understand- 
ing of all the functions performed. Nevertheless, this 
does not rule out the possibility of smaller municipali- 
ties extracting selected features of zero-base budgeting 
and integrating them with their conventional budgeting 
approach. For example, in order to establish greater 
emphasis on output a municipality might initially request 
each department head to breakdown his estimates into self- 
contained operating units and identify the purpose and 


objective of each cost centre. 


In a subsequent year, the narrative information may 
be expanded to indicate alternative methods of operation 
or of providing the service. A later innovation might be 
the production of performance standards (unit quantifica- 
tion of output) to be later compared to actual output and 


dollars expended. 


In smaller municipalities, the magnitude of control- 
lable costs and the degree of flexibility may never justify 
devising a layered structure of ranking to eventually 
produce an overall corporate ranking. However, having 
each manager analyze in detail his own departmental opera- 
tion as part of the budgetary process, and use a cost/ 
benefit approach to justify expenditure increase requests, 


can be beneficial. 


2 
CONCLUSION 


The zero-base concept is neither complex or esoteric. 
Indeed, it is an extremely logical approach which corre- 
lates optimum operations with levels of affordability. A 
council dissatisfied with its budgeting system, or uneasy 
about the magnitude of some of its programs, will find 
that zero-base budgeting can provide a structural method 


of addressing those concerns. 


Zero-base budgeting can prove very worthwhile for those 
organizations where there is a desire to make the system 
work and a willingness to spend the necessary time and 
effort. It can reinforce managers in their respective 
efforts and can support them in their pursuit of satisfying 
the municipality's objectives. On the other hand, it is 
not a difficult system to subvert if a manager puts his 
mind to it. In the absence of firm top management leader- 
ship it can be a complete waste of time. The process can 
be easily undermined if staff routinely claim that their 
operations cannot be modified and are unwilling to care- 
fully look at their operations. For these reasons, the 
suitability and potential benefit of zero-base budgeting 
must be evaluated from the standpoint of what it will be 
able to do for your municipality, its managers, and the 
management process. While a number of governments are 
turning to zero-base budgeting as a means of executing 
theizy programs of financial yrestraint,. don't overlook wits 


other attractive benefits. 
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A Sample of ,4BB sbiterature 


Articles: 


Administrative Management 


McGinnis, James F. "Pluses and Minuses of Zero- 
Base Budgeting", Volume 37, 
No. 9, September, 1976. 


C A Magazine 


MacFarlane, John A. "Zero-Base Budgeting in Action", 
Volume 109, No. 12, December, 
LOW On 

McCandless, Henry E. "The Behavioural Side of Zero- 


Base Budgeting", Volume lll, 
No. 11, November, 1978. 


CGA Magazine 


Bergeron, Pierre G. "The Human Side of Zero-Base 
Budgeting! 7. Volumenis) sy No.’ 3; 
March ,Wl979': 


Civic. Public Works 


McFarland, Webb H. "Zero-Base Budgeting In Hamil- 
ton" (Excerpts from presentation 
to Association of Municipal 
Clerks and Treasurers of Ontario 
annual conference), Volume 30, 
NO jo, AUGUSt Leo. 


Knaone ,wHenny. CG "How ZBB Can Help Councillors", 
Volume 30, No. 11, November, 1978. 


*ZBBi+=\'How Lt) Canwouppore. 
Elected Representatives", Volume 
30, No. 12, December, 1978. 


Galley, Thomas "Zero-Base Budgeting Can Be A 
Powerful Tool" (Address to the 
American Public Works Association 
annual meeting of Ontario Chapter), 
VolumevSl>}* No. 3ygMareherdo79" 
Volumeasig Now 47@Avrt 1 yao 70 . 
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Cost and Management CRab-ecre) 


Roehm, Harper A., and 
Castellano, Joseph F. 


Tourangeau, Kevin W. 


Knight, HenrysC. 


"Zero-Base Budgeting: A Compar- 
ison With Traditional Budgeting", 
Volume 51, No. 6, November- 


December, 1977. 


"Zero-Base Budgeting: The New 
Management Process", Volume 51, 
No. 6, November-December, 1977. 


"Operating A Zero-Base Budgeting 
Program”, Volume 2 4sNow. i, 
January-February, 1978. 


"Who's Afraid of ZBB", Volume 527 
No. 5, September-October, 1978. 


Current) Municipals: rob kems 


Belsito, Floyd G. 


"A City's First Year Experience", 
(City of Huntington’ Beach, Calais 
Volume: 5, No... 2; awieeero fo 


Governmental Finance (M.F.O.A.) 


Singleton, David W. 


Harvard Business Review 


Pyhrr, Peter A. 


Suver, James D. and 
Brown sia Va Las 


Management World 


Wright, Norman H. 


"Zero-Base Budgeting In Wilming- 
ton, Delaware", Volume 5, No. 3, 
August, 1976. 


"Zero-Base Budgeting", Volume 48, 
No. 6, November-December, 1970. 


"Where Does Zero-Base Budgeting 
Work?" , Volume? 555GINo .4:0% 
November-December, 1977. 


"Zero-Base Planning and Budgeting", 
Volume 5, No. IOS "October ea 7G- 


"Zero-Base Budgeting--Decision 
Packages, Volume 5, Nose. 
December, 1976. 


"Zero-Base Budgeting--The Ranking 
Process”, Volume 6, -Noerz 
Bepruaky uo lo 
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Public Administration 


Pyhrr, Peter A. 


Books: 


Pynrrye Peter A. 


Cheek, Logan M. 
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"Cost Reduction Zero-Base Planning 
and Budgeting", Volume 6, No. 4, 
ADL AL geese 


Review 


"The Zero-Base Approach To Govern- 
mene Budgeting. ,uVvoOlume (3) .No. 1, 
January-February, 1977. 


"Zero-Base Budgeting: A Practical 
Management Tool For Evaluating 
Expenses", New York, N.Y.: John 
Wiley & Sons, 1973. 231 pages, 
ISBN 0-471-70234X. 


For the ultimate authority on ZBB, 
one should review this publication. 
My. Pyhrr's197Sobook* is’ the) semi- 
nal document in this field. The 
author, using a cook-book approach, 
devotes the bulk of his book to "How 
to make zero-base budgeting work". 
He draws on his Texas Instrument 
application where he first employed 
it, and the now famous Georgia 

State application which he directed. 


"Zero-Base Budgeting Comes of Age", 
New York, N.Y ie Amacom -areodu.) oL4 
pages, ISBN 0-8144-5442-9, 


As a reference book, this publica- 
tion is equivalent (if not better 
because of experiences drawn from 
Water applications)MiosPetermpyhrr's 
publication. Very comrehensive 
from the standpoint of implementing 
zero-base budgeting. He discusses 
how to organize the process, alter- 
native methods for ranking decision 
packages, integrating the process 
with other planning processes, top 
Management's role, and how to over- 
come concerns during implementation. 
Considerable coverage of sample 
decision package and ranking forms. 


Appendix A Sa 


Pattillo, James W. "Zero-Base Budgeting: A Planning, 
Resource Allocation and Control 
loo. , New York, Nevo: Nationas 
Association of Accountants, sl9o77, 
83 pages. 


- For a concise overview of zero- 
base budgeting, this publication is 
exceptional. The nominal cost of 
this, pubbication: «($5.. 95vUess sana 
its non-technical language makes 
it a worthwhile personal reference 
book.:foxr both icouncidmdors wand 
senior staff. One section deals 
with decision packages and how they 
might be determined. Another section 
discusses a system for ranking 
packages. The last section presents 
suggestions as to how the system 
might be implemented. 


Tourangeau, Kevin W. "Zero-Base Budgeting: An Operating 
Manual For Corporations and Govern- 
ments", Toronto, Ontario: Touraine 
Publishing Corporation; 101i, sod 
pages. 


One must recognize that this book is 
an operating Manual written for a - 
hypothetical government corporation. 

It assumes the reader is familiar with 
the conceptual theories of ZBB, suchas 
what it is meant to achieve. It is a 
how to workbook in the form of an 
operating manual. This publication 
communicates through example rather 
than theoretical discussions. 


Wholely, Joseph S. "Zero-Base Budgeting and Program 
Evaluation", Lexington, Mass.: 
D.C,...—leath.and. Company, 2975; .a 
pages, ISBN 0-669-01730-2. 


Demonstrates a simplified formice 
zero-base budgeting based on appli- 
cations for the Ceuhty of Arlingeed 
(Virginia) and the Washington 
Metropolitan Area Transit Authority. 
Recommended for those having consid- 
erable background knowledge of 
conventional zero-base approaches 
and interested in adopting a 
modified version requiring less 
paperwork and staff time. 
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Selected Comments Regarding First 
Year Experiences with Z.B.B. 


U.S. Federal Government 


(Comments by George H. Strauss, Chief of Resources Systems in 
the Office of Management and Budget - from the Arthur Young 
Journal) 


"Most agencies did have trouble with the identification of 
Minimum levels. In some agencies, the minimum levels were 

so close to the current level that no attempt was made to con- 
Sider the possibility of a lower program level. In other 
cases minimum levels were arbitrarily set well below realistic 
levels. 


In developing detailed instructions, some agencies required 
that the minimum levels be no more than a certain percentage 
(generally 75 to 80 percent) of the current year's funding 
level. This use of percentages does have some practical 
advantages. It saves time, and helps to ensure that managers 
at least consider the effects of a significant reduction from 
their current program level. 


The use of percentages also has drawbacks, however. It tends 
to discourage managers from doing the basic analysis of 
existing programs that's really vital to ZBB, and it may 

also result in minimums that are well below the level of 
feasibility." 


State of Georgia 
Extract from 1976 speech by Jimmy Carter: 


"I don't want to mislead you and leave the impression that 
implementing zero-base budgeting will create instant miracles 
in the Federal Government. In Georgia, its impact during my 
incumbency was quite subtle, but nevertheless real, in 

making basic changes in our government's operation. No doubt 
it will continue to generate improvements in the years ahead." 


City of Charlottesville, Virginia 


(Comments by Robert Stripling, Assistant City Manager - 
from Municipal Finance Officer's Newsletter, July 16, 1977). 


"Previously, the city had used a Management by Objectives 
and program budgeting format, which, while workable, seemed 
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more suited for program expansion than program reduction. 

To ease the transition to ZBB, the first year of imple- 
mentation was confined to the city's five largest 
departments: public works, parks and recreation, social 
services, fire and police. While ZBB did not produce sub- 
stantial cost savings for Charlottesville this year, it 

was considered a success because the process gave all 

levels of management a better understanding of city programs 
and the impact of reduced expenditures on these programs. 
All city departments will use ZBB next year." 


City of Wilmington, Delaware. 


(Comments by David Singleton, Director of Program Analysis 
Division - from Governmental Finance, August, 1976). 


"Initially many of the Councilmen approached the budget 
much as they had approached past budgets. Most of the 
discussion concerned the incremental changes to line-items. 
However, as the hearings proceeded, greater and greater 
attention focused on ZBB considerations. The rationale 

for a particular ranking, for example, was discussed more 
and more frequently. Much interest centered on the federal 
and state grant funds - information which the Council had 
never before had available in a systematic manner. There 
was also steadily increasing discussion of program measures 
and the marginal costs associated with a higher level of 
service." 


City of Guelph, Ontario. 


(Comments by Milt R. Sather, Treasurer, to A.M.C.T. 
- Advisory Committee of Municipal Treasurers, May, 1979). 


"My post analysis of Z.B.B. is that as a budget tool in the 
financial sense only, it is a reasonable weapon against 
increased expenditures. However, the end financial results 
could probably be obtained by any number of approaches. 

For example, our mill rate increase of 4.2% could have been 
obtained through the old traditional incremental method. 

At some point close to the end of budget deliberations, 

the City would simply slash across the board, most if not 
all budgets to reach the desired level of spending. However, 
One need not be an expert in management to know that such 
an attack is not only irresponsible, it is foolhardy. 


What Z.B.B. did for Guelph, was to permit the reallocation 
of funds - the reduction or elimination of programs - the 
expansion of others in a logical systematic manner. The 
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result was a reasonable increase in the mill rate and 
the maintenance of levels of service which compliment 
both past performances and citizen's expectations for 
the future as well." 


City of Hamilton, Ontario. 


(Comments by Webb H. Mc Farland, Treasurer and Commissioner 
of Finance, to the A.M.C.T. Annual Conference, June, 1978). 


"Not only was a reduction in the mill rate realized, the 
Z.B.B. system enabled officials to reallocate some of the 
City funds to more productive areas. For example, 20 
current level packages were not funded and 14 expansion 
packages were approved." 


"The Board of Control recommended to Council that packages 
No. 2b to No. 351 in the amount’ of $568.8 million be funded 
and that packages No. 352 to No. 440 not be funded." 


City of Peterborough, Ontario. 


(Comments by Edward I. De Haan, Deputy Treasurer). 


"In an efficient operation such as ours Z.B.B. is not an 
easy tool to reduce taxes, unless the Public is prepared 
to accept a lower level of service. It does reveal to 
City Council and the Public the high level of service 
presently provided and the alternatives available with 
resulting cost-savings. We verified through this process 
that we have been operating a lean operation, we have found 
economies that can be utilized immediately and others we 
can implement in 1980. There is no doubt that we can 
improve on the process, and we intend to do so during the 
next two years. Budgets will be requested in the fall of 
1979 for the two year period 1980 and 1981 to reflect the 
impact of recommended changes resulting from the Budget 
Review." 


Borough of Scarborough, Ontario. 


(Comments by Thomas Galley, Director of Administration to 
the 1979 Annual Meeting of the Ontario Chapter, American 
Public Works Association). 


"The modification we made to the zero base approach to 
budgeting was that instead of building a level of service 
beginning with the lowest possible level at which the program 
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would continue to be viable we agreed that it should 
be 90 percent of the level of service provided in the 
previous year. 


That is absolutely foreign to zero base theorists who 
initially look at 40 percent. 


The reason we have done this is that when we examined 
zero base applications we found that almost all of the 
packages that were under 80 or 85 percent were always 
approved anyway, so there seemed no reason especially 
in the first year of introducing this new system, to 
incur the cost of developing alternative levels of 
service at that lower range when the chances were that 
it would be approved anyway. 


We decided, for the first year at least, to do it at 

90 percent and thereby eliminate much of the frustration, 
anxiety and paperwork. In subsequent years there is no 
reason why a lower level cannot be adopted." 


City of Thunder Bay, Ontario. 


(Extracts from Evaluation Report, April 17, 1979, 
prepared) by J..4G.,Rapino, Director of Corporate 
Planning and Development). 


"The evaluation process also included an attempt to do 
an analysis of the increased amount of time required to 
prepare the 1979 Operating Budget versus the 1978 Budget." 


"This analysis showed that an additional 6,300 manhours 
(10,400 manhours versus 4,100 manhours) were spent on 
the 1979 budget which involves $71.5 million of gross 
expenditures." 


"This analysis must be qualified somewhat because of the 
difficulty Managers had in estimating their time involvement 
a year ago in 1978. However, the consistency of (their) 
responses which indicate that 1979 required about twice as 
much time as 1978 suggests that the estimates for 1978 and 
1979 are reasonable. 


An additional qualifier must be added because of the 
difficulty in separating the management tasks required 
by the Budget process from the general management duties. 
A manager is responsible for the detailed planning and 
analysis of his operation whether or not it is part of 
the budget process. In 1978, these tasks were not so 
much a part of the budget process but were done by 
Managers as separate exercises." 
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If you require additional information on this subject, 


please contact. your docalwoLta cewor ines tela services 


Branch, Local Government Division of the Ministry of 


Intergovernmental Affairs. 


BRANTFORD 

172 Dalhousie Street 
Brantrord , ontano 
NS Oa, 

(519) 756-0360 


GUELPH 
SOUMEGINbDuron Rae 
Guelph, Ontario 
Nin 7d 

(509) 8302531 


KINGSTON 

1055 Princess Street 
Kingston, Ontar1o 
Ky a5 T'S 

(613) 546-5565 


LONDON 

495 Richmond Street 
London, sOntario 

N6A 5A9 

(519) 438-7255 


NORTH BAY 

347 Sherbrooke St. 
Northy Bay, Ontario 
PLB. 

(705) 476-4300 


PIELD ORF LCES 


ORILLIA 

15B Matchedash St. N. 
Ov Mihara Omer 1O 

L3V) 474 

(705) 325-6144 


OSHAWA 

GSMA sb ilelel=setege Wn iS 

Pea DOs 2 26 

Oshawa’, Ontario GLA 7V5 
Cane 57 -=—1-51 5 


OTTAWA 

244 Rideau Street 
Ottawa, Ontario 
Kine Sys 

(613) 232-9446 


SUDBURY 

1349 Lasalle Bivd: 
Sudbury, Ontario 
P3A 122 

(705) 566-0901 


THUNDER BAY 

435 James St. S. 
PO BO Ks 250.00 
Thunder Bay, Ontario 
EI ECeOGOo 

(80.7) 475-1621 
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This bulletin was prepared in the: 
Municipal Budgets and Accounts Branch 
Ministry of Intergovernmental Affairs 
4thnur Loox, Prost veurlaing Norra 
Toronto, Ontario M7A 1Y7 Tel.: 416-965-2265 


Previous bulletins issued in this series: 


lone ok Cash Management in Municipalities 
PZ Bank Reconciliation Procedures for Municipalities 
Pei Municipal Investments 
Pe Reserves, Reserve Funds, Allowances and Trust Funds 

(being printed) 

Copies ofvalllorszthewpultetansyan thiveyseries are 

available at $1.00 each, prepaid, from: 

Publications Centre 

880) Bay Street,” SthsEloor 

Toronto, Ontario M7A 1N8 

(Please make cheques payable to the Treasurer of Ontario.) 

A series of bulletins are being issued by the Municipal 

Administration Branch. Copies are available at $0.50 

each from the Publications Centre. Titles now available 

are: 
NO; Wl Haghlights sole Tnee Municip BreChLOnsi Act. LOT? Jan./78 
No. 2 Conflict of Interest in Municipal Government Mar./78 
No. 3 Amendments to The Municipal Elections Act, 1977 Apr./78 
No. 4 Council Agenda and Minutes -- Committee 

Agenda and Reports Apr. /78 
No.’ 5 An Alphabetical Filing System Suitable for a 

Small Municipality May /78 
No. 6 Bargaining Information May /78 
No. 7 Drafting Municipal By-Laws May /78 
No. 8 Municipal Insurance May /78 
No. 9 The Municipality and the Law June/78 
No. 10 Labour Relations -- The Organizing Process June/78 
No. 11 Procedure By-law July/78 
No. 12) (Dismissal July/78 
No. 13 Labour Relations -- Components of a 

Collective Agreement Aug./78 
No. 14 The Head of Council Gog uy s) 
No. 15 An Act to Amend the Municipal Act. (Bill, 80) 

Remuneration and Expenses Blouses) 
No. 16 Municipal Staff Reports anes oO 
No. 17 Council Committees Wann /o/.9 
No. 18 Liability Protection Feb./79 
No. 19 Summary of 1978 Legislation Respecting 

Remuneration and Expenses Feb.y 79 
Nos.320 SOM terorecorcaing Mar ./79 
No 21. vHotday wand bimesGalculations Mar./79 
No. 22 Minicomputers Apr./79 
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